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BEFORE THE
| LLI NOI S COMMERCE COMM SSI ON

I N THE MATTER OF:

W SCONSI N ENERGY CORPORATI ON;

| NTEGRYS, ENERGY GROUP, | NC.;
PEOPLES ENERGY, LLC; THE PEOPLES
LI GHT AND COKE COMPANY; NORTH
SHORE GAS COMPANY; ATC MANAGEMENT,
| NC.; and AMERI CAN TRANSM SSI ON
COMPANY, LLC

No. 14-0496
Application pursuant to Section
7-204 of the Public Utilities Act
for authority to engage in a
reorgani zation, to enter into
agreements with affiliated
interests pursuant to Section 7-101)
and for such other approvals as may)

S N N N N N N N N N N N N N N

be required under the Public )

Utilities Act to effectuate the )

reorgani zation. )
Chi cago, Illinois

February 18, 2015
Met pursuant to notice at 9:30 a.m
BEFORE:

GLENNON DOLAN, Adm nistrative Law Judge.
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APPEARANCES:

FOLEY & LARDNER, LLP, by

MR. THEODORE T. EI DUKAS and

JOHN LI TCHFI ELD

321 North Clark Street, Suite 2900

Chi cago, Illinois 60654
Appearing on behalf of Wsconsin Energy
Company;

MS. MARY P. KLYASHEFF and

MR. GAVIN M. McCARTY

200 East Randol ph Street

Chi cago, Illinois 60601
Appearing on behalf of Integrys Energy Group,
Inc., the Peoples Gas Light and Coke Conpany,
Peopl es Energy,;

ROONEY RI PPI E & RATNASWAMY, by

MR. JOHN E. ROONEY

350 West Hubbard Street, Suite 600

Chi cago, Illinois 60654
Appearing on behalf of Integrys Energy and
Peopl es Energy, LLC;

MR. CHRI STOPHER W ZI BART

W234 N2000 Ri dgevi ew Parkway Court

Waukesha, W sconsin 53188
Appearing on behalf of ATC Transm ssion
Company;

MR. MATTHEW L. HARVEY,
MR. JOHN C. FEELEY and
MS. JESSI CA L. CARDONI
160 North LaSalle Street, Suite C-800
Chi cago, Illinois 60602
Appearing on behalf of Staff;

MS. KAREN LUSSON, MR. RONALD JOLLY
MR. SAMEER DOSHI

100 West Randol ph Street, 11th Fl oor
Chicago, Illinois 60601

Appearing on behalf of the People of the State

of Illinois;
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APPEARANCES:

( CONT"

D)

LAW OFFI CES OF GERARD T. FOX, by
MR. GERARD T. FOX
203 North LaSalle Street, Suite 2100

Chi cago,

I1'linois 60601

Appearing on behalf of Retail Energy Supply
Associ ati on;

MR. CONRAD REDDI CK

1015 Crest Street

VWheat on,

-and-
ORI JIT K. GHOSHAL
30 North LaSalle Street, Suite 1400

Chi cago,

Il1'linois 60189

Il1'linois 60602

Appearing on behalf of the City of Chicago;

MS. CHRI STI E HI CKS and

MS. JULI E SODERNA

309 West
Chi cago,

Washi ngton Street, Suite 800
Il1'linois 60606

Appearing on behal f of CUB,;

ELFENBAUM EVERS & AMARI LI G, P.C., by
MS. KAROLI NA M. ZI| ELI NSKA

940 West
Chi cago,

Adans Street,
1 1inois 60607

Suite 300

Appearing on behalf of Utility Wrkers Union of
Ameri ca.

SULLI VAN REPORTI NG COMPANY, by

Tracy L.

Overocker,

CSR
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Re- Re- By

W t nesses: Direct Cross direct cross Exam ner
James Schott 79 82

133
Al l en Leverett 139 145

150

159
David G esl er 251 253

293 303 307
Andr ew Hessel bach 312 314

326

| n Camera Pages

108 -
196 -
123 -
261 -
269 -
319 -

130
219
229
265
292
325
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Number For Identification

I n Evidence

UWUA Exhibit 1.0

RESA Exhi bit Nos.
1.0R, 1.1, 1.2 and 2.0

JA Nos. 4.0 revised,
4.1, 9.0 revised,
9.1, 18.0

AG Cross 1.0
3,6 & 7
2

JA Exhibits 1.0, 1.1,

1.2 and 1.3, 6.0,

6.1, 12.0, public and
confidential versions
Exhi bit 14.0, public

and confidential versions
Exhibit 14.1, 15.0 & 15.1

CUB Cross No. 1
Joint Applicants

10.0,10.0 & 19.0
13. 00

96

148

77

78

81
81
81

132
248
250

144
144
144

144
144
144
149

253
314
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JUDGE DOLAN: By the direction and authority of
the Illinois Commerce Comm ssion, | call Docket
No. 14-0496, W sconsin Energy Corporation; |Integrys
Energy Group, | ncorporated; Peoples Energy, LLC; the
Peopl es Gas Light and Coke Conpany; North Shore Gas
Conpany, ATC Managenent, | ncorporated and American
Transm ssi on Company, LLC, an application pursuant to
Section 7-204 of the Public Utilities Act for
authority to engage in a reorganization to enter into
agreements with affiliated interests pursuant to
Section 7-101 and for such other approvals as may be
requi red under the Public Utilities Act to effectuate
the reorgani zation to order.

Woul d the parties please identify

t hensel ves for the record.

MR. EIl DUKAS: On behal f of Joint Applicant
W sconsin Energy Conpany, Theodore T. Eidukas and
John Litchfield from Foley & Lardner, LLP, 321 North
Clark Street, Suite 2800, Chicago, Illinois 60654.

MS. KLYASHEFF: Appearing for Joint Applicants
Nort h Shore Gas Conmpany, Integrys Energy Group, Inc.,

t he Peoples Gas Light and Coke Conpany and Peopl es
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Energy, LLC, Gavin MCarty and Mary Klyasheff,
200 East Randol ph, Chicago, Illinois 60601.

MR. ZI| BART: Good nmorni ng, your Honor.
Appearing on behalf of Joint Applicants American
Transm ssion Conpany, LLC and its corporate manager,
ATC Managenment, Inc., Christopher Zibart, American
Transm ssi on Conmpany, Waukesha, W sconsin.

MR. HARVEY: On behalf of Staff of the Illinois
Comerce Comm ssion, Matthew L. Harvey, Jessica L.
Cardoni and John C. Feeley, 160 North LaSalle Street,
Suite C-800, Chicago, Illinois 60601.

MR. DOSHI : On behalf of the People of the
State of Illinois, by and through the Attorney
General, Karen Lusson, L-u-s-s-o0-n, Ronald Jolly,
J-o0-1-1-y and Sameer Doshi, S-a-me-e-r D-o0-s-h-i,
100 West Randol ph Street, 11th Fl oor, Chicago,
I1linois 60601.

MR. FOX: Gerard T. Fox, 203 North LaSalle
Street, Suite 2100, Chicago, Illinois 60601,
appearing on behalf of the Retail Energy Supply
Associ ati on.

MR. REDDI CK: Appearing for the City of
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Chi cago, Orijit Ghoshal, Or-i-j-i-t G h-0-s-h-a-1I,
30 North LaSalle Street, Suite 1400, Chicago 60602
and Conrad R. Reddick, R-e-d-d-i-c-k, 1015 Crest
Street, Wheaton, Illinois 60189.

MS. HI CKS: On behalf the Citizens Utility
Board, Christie Hicks and Julie Soderna, 309 West
Washi ngton, Suite 800, Chicago, Illinois 60601.

MS. ZI ELI NSKA: Good nor ni ng. Kar ol i na
Zielinska fromlaw firm of ElIfenbaum Evers &
Amarilio, 940 West Adams, Suite 300, Chicago,
Il'linois 60607, here on behalf the Local 18007,
Utility Workers of Ameri ca.

JUDGE DOLAN: All right. Let the record
reflect that there are no additional appearances.

Al'l right. So if we went real quick,
we could just have the two pieces of testi mony put
into the record and then we'll proceed fromthere.

MS. ZI ELI NSKA: Good nmor ni ng, Judge, again,
Karolina Zielinska on behalf of Local 18007, on
behal f of the UWUJA, Utility Workers of America, |'m

here, your Honor, just for the record to nove in the

direct testimny of Richard Passarelli into evidence.
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It is my understanding there are no objections and
cross-exam nation of this wtness.
JUDGE DOLAN: Okay. Any objections?
MR. EI DUKAS: None.
MR. HARVEY: None, your Honor.
JUDGE DOLAN: All right. Heari ng none, the
testi nony of -- what was his name again?
MS. LUSSON: Richard Passarelli
JUDGE DOLAN: -- Richard Passarelli wll be
entered into the record. It's just Exhibit 1.07?
MS. LUSSON: It was previously filed and it's
timed stamped UWUA Exhibit 1.0 admtted.
(Wher eupon, UWUJA
Exhi bit No. 1.0 was
admtted into evidence.)
JUDGE DOLAN: M. Fox?
MR. FOX: Judge, as M. Eidukas indicated off

the record, there is no cross-exam nation for the

no

wi tness for RESA, M. Joseph Cl ark. So at this tine,

l'd like to nove for adm ssion of the foll ow ng
exhi bits, RESA Exhibit 1.0R filed on e-Docket on

Decenber 5, 2014, the revised direct testimny of
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Joseph Clark, along with RESA Exhibits 1.1 and 1.2

referred to in that testinony which were filed on

e- Docket on November 20, 2014 and finally RESA

Exhibit 2.0, the affidavit of M. Clark, which was

filed on e-Docket today, February 18th, 2015.
JUDGE DOLAN: Any objections?

MR. EI DUKAS: No obj ecti on.

JUDGE DOLAN: Hearing none, RESA Exhibits 1.0R,

1.1, 1.2 and 2.0 will be admtted into the record.
MR. FOX: Thank you
(Wher eupon, RESA Exhi bit
Nos. 1.0R, 1.1, 1.2 and 2.0
were admtted into evidence.)
JUDGE DOLAN: All right. So ready for the
first witness?
MS. KLYASHEFF: Joint Applicants call their
first witness James Schott.
JUDGE DOLAN: Good norning, M. Schott would
you pl ease raise your right hand.
(Wtness sworn.)

JUDGE DOLAN: Okay. Thank you
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JAMES SCHOTT,
called as a witness herein, having been first duly
sworn, was exam ned and testified as follows:
DI RECT EXAM NATI ON
BY
MS. KLYASHEFF:
Q M. Schott, please state your nanme and
busi ness address for the record?
A My name is James F. Schott, 200 East
Randol ph Street, Chicago, Illinois 60601
Q You have before you a docunent entitled
revised direct testimny of James F. Schott marked
for identification as Joint Applicants' Exhibit 4.0
revised filed on e-Docket on August 28th, 2014 and
Joint Applicants' Exhibit 4.1, filed on e-Docket on
August 6th, 2014.
Do you have any changes or corrections
to these docunments?
A No, | do not.
Q You al so have before you a docunent
entitled revised rebuttal testinony of Janmes F.

Schott, JA Exhibit 9.0 revised filed on e-Docket on
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February 17th, 2015.
Do you have any changes or corrections
to that document?

A No, | do not.

Q And, finally, the surrebuttal testinmony of
James F. Schott marked as JA Exhibit 18.0 filed on
e- Docket on February 5th, 2015, do you have any
changes or corrections to that document?

A No, | do not.

Q Today, if | were to ask you the questions
in those documents, would your answers be the same as
included in those docunments?

A Yes.

Q Do you adopt these exhibits as your sworn
testinony that you wish to give in this proceeding?

A | do.

MS. KLYASHEFF: Subject to cross, | nove for
the adm ssion of Joint Applicants' Exhibits 4.0
revised and 4.1 and JA Exhibits 9.0 and 18.07?

JUDGE DOLAN: Any objections?

(No response.)

JUDGE DOLAN: Heari ng none, Joint Applicants’
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Exhi bit

al ong wi th Exhibit

It'

4.0 revised and Joi nt

9.0 --

s showi ng revised.

MS. KLYASHEFF: | apol ogi ze, your

9.0 revised.

Exhi bit

wi ||

JUDGE DOLAN:

be admtted into the record.
(Wher eupon,

Nos.

9.1 and then Joint

Okay.

and then Joi nt

Applicants’

4.0 revised,

Applicants’

Exhi bi t

ls that --

Honor . |t

Applicants’

JA Exhi bit

4.1

JA Exhibits 9.0 revised,

and 18.0 were admtted

into evidence.)

MS. KLYASHEFF:

Cross.

MR. DOSHI

Your Honor,

The wi tness

is avail able for

Exhi bi t

9.

1

18.

4.1

i's

0

the Attorney General's

Office has some cross-exam nation for M.

t hat

woul d be okay?

JUDGE DOLAN:

MR. DOSHI

Proceed,

Thank you

Counsel .

your

Honor .

Schot t,

i f
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CROSS- EXAM NATI ON
BY
MR. DOSHI

Q Good morning, M. Schott.

A Good mor ni ng.

Q My name is Sameer Goshi . "' m an attorney
with the AG s office and |I have some questions for
you about your testinmony, if you don't m nd.

A No, thank you.

Q |'d like to start with a couple background
guesti ons. Coul d you explain what your gener al
responsibilities at Integrys Energy Group are?

A | am the chief financial officer which
means |'m responsi ble for the accuracy of our
external financial statements and responsible for the
preparation of intern financial statements for
management .

Q Okay. Thank you.

And do you have responsibilities with
respect to Peoples Gas' Accel erated Main Replacenment
Program or AMRP?

A No.
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Q Okay. Thank you
Can | refer you to your direct
testinmony, which is Exhibit JA Exhibit 4.0 at Page 6
on Line 132?

A Okay.

Q There you state in the context of the
proposed reorgani zation, Peoples Gas and North Shore
will maintain strong | ocal managenment teans after the
proposed merger or reorganization.

Do you see that?

A Yes.

Q Are you aware if there have been
di scussions with management of W sconsin Energy
Cor poration regardi ng which senior managers at
Peopl es Gas and/or North Shore may be retained after
t he proposed nerger?

A | am not aware of any.

Q Okay. Thank you

Do you know who within Peoples Gas or
within what's currently called Integrys Energy Group
will be responsi ble for managing the AMRP foll ow ng

t he proposed nmerger?
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A No, | do not.
Q Okay. Thank you
Have you been informed by W sconsin
Ener gy Corporation whether you will be retained
enpl oyment after the proposed merger?

A No, | have not.

Q Does that nmean you do not know if you'll be
retained?

A That's correct.

Q Al'l right. Thank you

Did any nmembers of the Due Diligence
Team from W sconsin Energy Corporation discuss the
AVMRP with you during their due diligence process?

A We woul d have discussed it in |light of the
| ong-term financial plan and what costs may be
included in the long-term financial plan for the AMRP
Program We al so discussed the qualified
infrastructure rider mechani sm and how t hat woul d
oper at e.

Q Thank you

Did you informthem of the pending

audit or audits by PricewaterhouseCoopers and/ or
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Li berty Consulting Group of the AMRP?

A | don't recall, but since -- the Liberty
audit is a matter of public record, but | don't
recall having specific discusses about it, no.

Q Okay. Thank you

Have you been offered by W sconsin
Energy Corporation a separation package in the
possi bl e event that you were to | eave the conbined
company after the potential merger?

A | have a change of control agreement with
my current enpl oyer.

Q Okay. Thank you

s it correct that after the
Adm ni strative Law Judge invited parties to file
suppl emental testimny regarding the Liberty
Consulting Group Interim Audit Report that you did
not file supplemental testinmny on that topic?

A | don't know that |I'm aware of the -- could
you repeat the question?

Q | guess I'Ill rephrase. s it correct that
you did not file supplemental testimny on either

January 22nd or January 29th of this year regarding
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the Liberty Consulting Group Interim Audit Report?

A | did not personally.

Q Thank you

Do you know if anyone else from

Peoples Gas filed supplenmental testinmony on those
dat es?

A | can't state with any certainty, no.

Q Okay. Thank you

Did anyone within WEC or Integrys

Energy Group make a decision that Integrys or Peoples
Gas enmpl oyees would not file supplemental testinony
on the topic?

MS. KLYASHEFF: Obj ecti on. | think the
deci si on- maki ng process is likely attorney-client
privilege.

JUDGE DOLAN: "1l sustain that objection

MR. DOSHI: Okay.
BY MR. DOSHI

Q Woul d you agree that it would have been
useful for the Comm ssion to hear from management of
Peopl es Gas regarding the Liberty Consulting Group

interimaudit recommendati ons?
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MS. KLYASHEFF: Obj ection in terms of
specul ati on of what the Comm ssion may find
interesting or useful.

JUDGE DOLAN: "1l sustain it.

Maybe just rephrase your question.
BY MR. DOSHI

Q Woul d you agree that managenment of Peoples
Gas woul d have been better situated with know edge
compared to management of WEC to coment on the
findings in Liberty Consulting Group's Interim Audit
Report ?

MS. KLYASHEFF: Obj ecti on. G ven your Honor's
ruling about the scope of the use of the Liberty
| nterim Report, | think questions of that nature are
beyond t hat scope.

MR. DOSHI : Your Honor, | believe your January
14t h ruling directs that testinmony and
cross-exam nation regarding that Interim Report shal
be used to explore whether the Joint Applicants
whi ch, includes Peoples Gas, are ready, willing and
able to inplement the recommendations fromthe

| nteri m Report.
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JUDGE DOLAN: And what was the question again?
BY MR. DOSHI

Q My question was, would you agree that
management for Peoples Gas would be better situated
with knowl edge of the AMRP to comment on the interim
report and supplenmental testinmony than was WEC
management ?

JUDGE DOLAN: "1l overrule the objection

I f you can answer the question.

THE W TNESS: |"m sorry, can you -- obviously
management is aware of the Liberty audit, so what's
your -- so what's the question?

BY MR. DOSHI

Q My question was, would you agree that
Peopl es Gas management woul d be better situated with
t he know edge of the AMRP to coment on Liberty
Consulting Group's Interim Audit Report than woul d be
WEC management ?

A Better situated, better situated how?

Q Woul d have better access to information to
comment on the report?

A Than WEC, you're making a conparison --
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A -- if I understand correctly?
| don't know. | wouldn't say that.
woul dn't agree. | -- perhaps, but | don't know.
It's not an obvious question -- obvious answer.

Q Whi ch group woul d have nore information
about the current state of the AMRP? On the one hand
Peopl es Gas management or on the other hand WEC
management ?

A Peopl es Gas managenent .

Q Okay. Thank you

Have you reviewed the Liberty
Consulting Group's Interim Report?

A Yes.

Q Did you agree with the findings?

MS. KLYASHEFF: Obj ection. \Whether or not
M. Schott agrees with the findings are not rel evant

or within the scope of your January 14th ruling.

MR. DOSHI : Your Honor, your January 1l4th
ruling directed that cross-exam nation will explore
whet her the Joint Applicants are ready, willing and

able to inplement those recommendati ons, Integrys
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Energy Group and Peoples Gas are of the Joint
Applicants and whether M. Schott agrees with the
recommendati on would speak to the readi ness and
willingness to inmplement it.

JUDGE DOLAN: Are you talking over all the

whol e report recommendati ons or --

MR. DOSHI: That was my first question, do you

agree with the findings overall in the report? |
m ght -- | m ght then explore particular findings.

JUDGE DOLAN: W thout getting into nore
specifics he can answer the question.

MS. KLYASHEFF: The report was admtted for
confidential -- on a confidential basis. This
guestion does not seemto inplicates that, but if
there are going to be follow ups about specific
items, | would note we need to conduct that in
camer a.

JUDGE DOLAN: We're not on the Internet.

MS. KLYASHEFF: | do not know if every one in
the roomis --

JUDGE DOLAN: Oh, okay.

MR. DOSHI : Your Honor, when | start to ask
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about specific confidential content, | will make that
cl ear and perhaps we could nmove to in camera at that
time.

JUDGE DOLAN: Fi ne.

THE W TNESS: |"m sorry, is there a question?
BY MR. DOSHI

Q | think my question is, do you agree with
the findings in the report?

A Okay. Let me rephrase | reviewed a draft
of an interimreport from Liberty. So with regard to
that, you know, it is -- in light that it is an
interimreport, there are some things that, you know,
we have not yet responded to. So, no, | would not
say we agree with certainly all the findings in the
report.

And, again, | don't have
responsibility for AMRP, so a | ot of the detailed
comments in there | certainly cannot comment to.

Q Okay. Thank you

Now, you mentioned just a m nute ago
you said you reviewed a draft of the Interim Report.

Is that referring to the document that Staff Wtness
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M. Harry Stoller filed on January 15th, 2015 or are

you referring to an earlier draft of that?

A Yes. It -- yes. The report | had was
stamped "draft." This apparently is not stanped
"draft." It appears to be the sanme statenent. | t

appears to be the same document.
Q Okay. Thank you

Woul d you agree that in Peoples Gas'
rate case filed in 2011 which was Docket
No. 11-0281/0282, the AMRP was the | argest driver of
cost increase in that rate case?

A | don't recall.
Q Okay. Thank you

M. Schott, |I'm handing you a copy of
your testinmony -- your direct testimny from
Docket 11-0282, Peoples Gas' 2011 rate case.

Woul d you agree that that is a true
and correct copy of your direct testimony fromthat
case?

MS. KLYASHEFF: Objection as to the relevance
of questions concerning that rate case or

M. Schott's testinony in that rate case in ternms of
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assessing the proposed reorgani zati on.

MR. DOSHI: Your Honor, we'd like to establish
the significance of the AMRP for custoner rates and
for the public interest which are a part of the
statutory standards under Section 7-204.

JUDGE DOLAN: And that past order has already
been approved and paid by customers, so how is that
going to effect current rates? |'mnot quite sure
| -- I"mnot quite sure how you go with this -- or
where you're going with this.

MR. DOSHI: We'd like to establish that there's
been a consistent trend over the past four years of
the AMRP contributing to increases in customer rates
to show the likely continued inportance going
forward.

JUDGE DOLAN: Again, | don't -- | agree,
don't think this is relevant testimny for this.

MR. DOSHI: Okay.

BY MR. DOSHI

Q M. Schott, would you agree that in the

recently concluded Peoples Gas' rate case,

Docket 14-0224/0225, the AVMRP was the | argest driver
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of cost increases?

MS. KLYASHEFF: Objection. The sane relevance
grounds.

JUDGE DOLAN: | "' m going to sustain the
obj ecti on.

BY MR. DOSHI

Q M. Schott, would you agree that the AMRP
will |ikely have significant rate impacts over the
next five years let's say?

MS. KLYASHEFF: Objection as to relevance. The
matter at issue concerns W sconsin Energy's
acquisition of Integrys and inpacts associated with
t hat reorgani zation or acqui sition. | do not believe
the cost of the AMRP is relevant.

MR. DOSHI: Your Honor, costs and customer
rates are part of the statutory standards for
approving a reorganization under Section 7-204(b) and
W sconsin Energy's readiness, wllingness and
ability, per the terms of your January 14th ruling,
to improve the AMRP consistent with audit
recommendations will have significant inmpacts on

customer rates, that's why we'd |like to explore that
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t opi c.

JUDGE DOLAN: Not out of this docket, though.
So |'m going to sustain the objection.
BY MR. DOSHI

Q Do you believe that an effectively managed
AMRP should m nimze the inmpact on customer rates?

MS. KLYASHEFF: Objection for the sanme
rel evance grounds.

JUDGE DOLAN: This one is just a general
guestion, so I'll overrule the objection.

THE W TNESS: Yes.
BY MR. DOSHI

Q Okay. Thank you

Woul d you agree that annual rate

i ncreases to customers -- Peoples Gas' customers in
the near term which I'lIl define as, say, the next
five years, would be less if the AMRP Program were
ext ended past a 2030 conpletion tinme?

MS. KLYASHEFF: Objection as to relevance and
also as to the scope of M. Schott's testinmony.

JUDGE DOLAN: Sust ai ned.

MR. DOSHI: At this time, I'"mgoing to
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distribute a cross exhibit which my coll eague will
di stribute to M. Schott and opposing counsel and to
your Honor. The cross exhibit consists of two data
request responses that we believe were sponsored by
M. Schott. They're nunmbered AG 15.06 and AG 10.07.
(Wher eupon, AG Cross
Exhi bit No. 1.0 was
mar ked for identification.)
BY MR. DOSHI

Q Did you sponsor these, M. Schott?

A Yes, | did.

Q 15.06 referred to a line or lines in your
surrebuttal, Exhibit 18.0. On Page 3, starting at
Line 46, you state -- at Line 47 you state, It was
and remai ns Peoples Gas' intention to complete the
program meani ng the AMRP, which began in 2011 in
20 years, i.e., by the end of 2030; but appropriate
cost recovery was and remains |linked to that
intention.

Do you see that in your testinony,
Page 3 of Exhibit 18.07

A The caveat -- I'mtrying to find the caveat
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appropriate rate recovery.

Q Yes. At Line 48 you mention appropriate
cost recovery.

A Okay. Got it.

Q Do you still agree with that?

A Yes.

Q And in the Data Request Response 15.06, in
Part A, we asked you, would you agree that
appropriate cost recovery, as you used the termin
that cited testinony, for the AMRP t hrough 2030 is
currently not provided under any Illinois |aw and
your response was -- |I'll try to paraphrase or
summari ze it -- that Rider QUIP, which is authorized
by Section 9-220.3 of the Public Utilities Act is, as
you put it, a key conponent in providing appropriate
cost recovery through 2023. Appropriate cost
recovery can be facilitated by Rider QUIP but can
al so come through rate case filings. So it's
possi ble that rate case filings after 2023, could
provi de appropriate cost recovery.

s that a fair summary of your answer

t here?
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A | was focused on not provided. It's not
provi ded under Illinois law and | would say that
it's -- that's why | disagreed with -- it's currently

not provided.

Q

2023 when,
9-220. 3 of

di sappear,

So is it fair to say that you believe after

as currently schedul ed under Section

the Act, Rider QUI P is supposed to

appropriate cost recovery could still be

had t hrough regular rate case; is that your

A

Q

A

Q
A

| can't say that it won't be.
So you think it's possible?
| guess.

Coul d you descri be what --

| can't rule it out. So possible --

position?

when

you say possible, you know, it's not inmpossible, so

guess -- and | don't know if we're getting into

semanti cs

Q

here but, | can't rule it out.

Okay. And what rate case treatnment

from

the Comm ssion in the absence of Rider QUI P would

constitute appropriate cost

defined it

A

in your testinmony?

We're sitting here in 2015 and |

recovery as you've

and
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this is -- we're asking something that's going to
happen nine years from now. | just don't feel
confortable answering that question.

Q Hypot hetically, if for some reason the
| egi sl ation repealed the Rider QUIP statute tomorrow,
what woul d Peoples Gas need in rate cases to have
appropriate cost recovery?

MS. KLYASHEFF: Obj ecti on. Calls for
specul ati on.

JUDGE DOLAN: Sust ai ned.

MR. DOSHI: Your Honor, we'd just like to
understand what M. Schott means by "appropriate cost
recovery."

JUDGE DOLAN: But, again, | think you're
tal ki ng specul ati on here, no matter how he answers
t his. You're asking hima situation that -- |I'm sure
if Rider QUIP got -- repealed by the | egislature that
t he whol e Peoples Gas would have a lot to deal with
not, just M. Schott making a decision on his own.

BY MR. DOSHI
Q Can you define the term "appropriate” in

t he phrase "appropriate cost recovery" as you' ve used
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A It would be appropriate at the anmount of
dollars to be spent, the current regul atory
environment, the current financial environment, the
current cost projections at the tinme. A | ot of
factors would go into what is appropriate cost
recovery and so that's why | can't speculate as to
what appropriate cost recovery m ght be post QUI P.

Q So | believe the Joint Applicants in this
case are commtting to -- proposing to commt to
conpl ete the merger by 2030 if there is appropriate
cost recovery -- I'msorry, to conmplete the AMRP by
2030 if there is appropriate cost recovery.

Is that a correct statenment of the
proposed comm t ment ?

A That's not in my testinmony.

MS. KLYASHEFF: It is M. Leverett's testinmony.

MR. DOSHI: All right. W'IIl direct that to
M. Leverett.

BY MR. DOSHI
Q Woul d you agree that whether a 2030

compl etion date for the AMRP is ordered as a
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condition of the merger or not would inpact customer
rates going forward?

MS. KLYASHEFF: Obj ecti on. Basically, for the
rel evance grounds we addressed earlier about rate
i mpact and doll ars associated with the AMRP.

MR. DOSHI : "1l ask a foundational question.
BY MR. DOSHI

Q M. Schott, you've testified in the excerpt
fromyour surrebuttal that | read earlier on Page 3
that it is Peoples Gas' intention to conplete the
program by the end of 2030 if there is appropriate
cost recovery; correct?

A Correct.

Q Woul d you agree that how the proposed
acqui sition mght inmpact customer rates is at issue
in this case?

MS. KLYASHEFF: Objection. Calls for a |egal
concl usi on.

JUDGE DOLAN: Sust ai ned.

BY MR. DOSHI
Q M. Schott, would you agree that when

Peopl es Gas increases the pace of AMRP spending, it
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it has -- it causes annual rate inmpacts to increase
and, vice versa, if Peoples Gas were to decrease the
pace of AMRP spending, it would cause annual rate

i mpacts to decrease?

MS. KLYASHEFF: Obj ecti on. Not relevant to the
determ nations the Conm ssion needs to make under
Section 7-204 of the Act.

MR. DOSHI : Your Honor, under Section 7-204,
the one -- costs are very much at issue in the
Comm ssion's decision on a proposed reorganization.

MS. KLYASHEFF: This witness' testinmny does
not go to that question.

MR. DOSHI: Additionally, under Section
204(b)7, a requirement for approving the
reorgani zation is that the proposed reorganization
must not be likely to result in any adverse rate
i mpacts on retail customers.

MS. KLYASHEFF: The question was not about the
reorgani zation, it was about the schedule of work on
t he AMRP. It was not about W sconsin Energy's
acquisition of Integrys.

MR. DOSHI : Your Honor, M. Schott is proposing

102



10

11

12

13

14

15

16

17

18

19

20

21

22

a particular time line for the AMRP as part of this
reorgani zation. He has made it rel evant.

MS. KLYASHEFF: M. Schott was responding to
Staff W tness Lounsberry's assertion that Peoples Gas
had commtted to a 2030 conpl etion date and he was
responding to his intention of what Peoples Gas had
or had not commtted to in a prior rate case.

MR. DOSHI : Your Honor, whatever was the
genesis of Mr. Schott's statement on Page 3 of his
surrebuttal, it appears that the Joint Applicants are
proposing that as part of the reorganization, they
will commt to conplete the merger by 2030 under
certain conditions and we'd |like to explore whether
that comm tnment, as part of the merger, m ght or
m ght not have adverse rate inpacts on retail
customers which is one of the statutory standards
under Section 7-204(b)7.

JUDGE DOLAN: | think though your question
calls for specul ation because | don't think this
wi t ness or anybody can tell you what the future is
going to cost or if it's going to be |less or nore.

MR. DOSHI : Your Honor, | believe M. Schott

103



10

11

12

13

14

15

16

17

18

19

20

21

22

is -- | just want to get this right -- M. Schott is
the chief financial officer of Integrys Energy Group,
so I'"'m not sure who would be better positioned to
tell us the effects on customer rates of Peoples Gas'
AMRP Program

JUDGE DOLAN: | think any answer that he's
giving is going to be based on specul ati on because
nobody knows for sure.

MR. DOSHI : Your Honor, |I'm not asking for
guantification but rather just the general direction
on customer rates caused by a speeding up -- a
hypot heti cal speeding up or a hypothetical slow ng
down of AMRP activity.

JUDGE DOLAN: I f you make it a hypothetical, |
t hi nk he could answer to the best of his ability, but
| still think it's going to be specul ation at best.

MR. DOSHI : | guess I'lI|l rephrase the question
BY MR. DOSHI

Q Woul d you agree that hypothetically, when
Peopl es Gas speeds up AMRP spendi ng, does that have
an upward effect on Peoples Gas customer rates?

A In the near -- if we spend | ess prudent
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capital, the near terminpact on rates would be a
reduction from what -- if we had spent that capitol.

Q Can you explain what you mean by "Il ess
prudent capitol"?

A If | incur $200 mllion or | prudently
incur $100 mllion, if | prudently incur $100
mllion, nmy near termrates would be less than if |
had i ncurred $200 m I 1ion.

Q In a given year?

A Yes.

Q Okay. Thank you

Woul d you agree that the annual rate
of investment in the AMRP i nmpacts Peoples Gas
customer rates?

A Say the question again.

Q Woul d you agree that the annual rate of
i nvestment in the AVMRP i npacts Peoples Gas' custonmer
rates?

A Yes.

Q Woul d you agree that there's a positive
correlati on between those two vari abl es?

A In the near term yes but only in the near
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term
Q Okay. Thank you
M. Schott, were you a witness in the
2009 Peoples Gas rate case which was 09-0166/0167?
A | think so.
Q Okay. Thank you
And are you famliar with the
Conpany's proposal for Rider |CR?
MS. KLYASHEFF: Obj ecti on. Rider ICR is
certainly not at issue in this reorganization.
MR. DOSHI : Your Honor, we'd like to explore
t he Comm ssion's original reasoning for approving a

2030 conpl etion date for the AMRP.

JUDGE DOLAN: No. Overruled -- I'"m sorry,
didn't mean overrul ed. | meant sustained for that
obj ecti on. ' m sorry.

MR. DOSHI : Your Honor, at this time, 1'd |ike

to begin asking a few questions based on confidenti al
information if that would be okay.

JUDGE DOLAN: As long as it's within the scope
of my rulings.

MR. DOSHI: Okay.
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JUDGE DOLAN: So any person that

has not signed

a Confidentiality Agreement needs to | eave the room

pl ease.

MS. KLYASHEFF: And will we al so
al so have the transcript --

JUDGE DOLAN: Yes.

MS. KLYASHEFF: -- distinct?

Thank you

have will we

(Whereupon, the following in camera

proceedi ngs were had.)
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